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Independent Auditor’s Report 

To the Board of Education 
Redford Union School District #1 
 

We have audited the accompanying financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information of Redford Union School District #1 
as of and for the year ended June 30, 2008, which collectively comprise the School District’s 
basic financial statements as listed in the table of contents.  These financial statements are the 
responsibility of Redford Union School District #1’s management.  Our responsibility is to 
express opinions on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant estimates made by management, 
as well as evaluating the overall financial statement presentation.  We believe that our audit 
provides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, each major fund, and the 
aggregate remaining fund information of Redford Union School District #1 as of June 30, 2008 
and the respective changes in financial position for the year then ended, in conformity with 
accounting principles generally accepted in the United States of America. 

As more fully described in Note 12 to the financial statements, the School District has incurred 
expenditures in excess of revenues in the General Fund for five consecutive years, primarily due 
to the increase in health care, pension costs, and the continued declining of student enrollment.  
The General Fund is in a deficit position at June 30, 2008.  Administration’s plans in regard to 
these matters are also described in Note 12. 

The management’s discussion and analysis and the budgetary comparison schedules, as identified 
in the table of contents, are not required parts of the basic financial statements but are 
supplementary information required by accounting principles generally accepted in the United 
States of America.  We have applied certain limited procedures, which consisted principally of 
inquiries of management, regarding the methods of measurement and presentation of the 
required supplementary information.  However, we did not audit the information and express 
no opinion on it. 
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To the Board of Education 
Redford Union School District #1 
 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Redford Union School District #1’s basic financial statements.  The 
accompanying other supplementary information, as identified in the table of contents, is 
presented for the purpose of additional analysis and is not a required part of the basic financial 
statements.  The other supplementary information have been subjected to the auditing 
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly 
stated in all material respects in relation to the basic financial statements taken as a whole. 

In accordance with Government Auditing Standards, we have also issued our report dated    
November 5, 2008 on our consideration of the School District’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements, and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide opinions on the internal control over financial reporting or on 
compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards and should be considered in assessing the results of our audit. 

 
November 5, 2008 
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Management’s Discussion and Analysis 

This section of Redford Union School District #1’s (the “School District”) annual financial report 
presents our discussion and analysis of the School District’s financial performance during the 
year ended June 30, 2008. Please read it in conjunction with the School District’s financial 
statements, which immediately follow this section. 

Using this Annual Report 

This annual report consists of a series of financial statements and notes to those statements. 
These statements are organized so the reader can understand Redford Union School District #1 
financially as a whole.  The government-wide financial statements provide information about the 
activities of the whole School District, presenting both an aggregate view of the School District’s 
finances and a longer-term view of those finances. The fund financial statements provide the 
next level of detail.  For governmental activities, these statements tell how services were 
financed in the short term as well as what remains for future spending.  The fund financial 
statements look at the School District’s operations in more detail than the government-wide 
financial statements by providing information about the School District’s most significant funds - 
the General Fund and the Special Education Center Program Special Revenue Fund, with all 
other funds presented in one column as nonmajor funds.  The remaining statement, the 
statement of fiduciary assets and liabilities, presents financial information about activities for 
which the School District acts solely as an agent for the benefit of students and parents. 
 

 
Reporting the School District as a Whole - Government-wide Financial Statements  

One of the most important questions asked about the School District is, “As a whole, what is the 
School District’s financial condition as a result of the year’s activities?”  The statement of net 
assets and the statement of activities, which appear first in the School District’s financial 
statements, report information on the School District as a whole and its activities in a way that 
helps you answer this question.  We prepare these statements to include all assets and liabilities, 
using the accrual basis of accounting, which is similar to the accounting used by most private 
sector companies.  All of the current year’s revenues and expenses are taken into account 
regardless of when cash is received or paid. 

Management’s Discussion and Analysis (MD&A) 
(Required Supplementary Information) 

Basic Financial Statements 

Government-wide Financial Statements  Fund Financial Statements 

Notes to the Basic Financial Statements 

(Required Supplementary Information) 
Budgetary Information for Major Funds 

Other Supplementary Information 
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Management’s Discussion and Analysis (Continued) 

These two statements report the School District’s net assets - the difference between assets and 
liabilities, as reported in the statement of net assets - as one way to measure the School 
District’s financial health or financial position.  Over time, increases or decreases in the School 
District’s net assets - as reported in the statement of activities - are indicators of whether its 
financial health is improving or deteriorating. The relationship between revenues and expenses is 
the School District’s operating results.  However, the School District’s goal is to provide services 
to our students, not to generate profits as commercial entities do.  One must consider many 
other nonfinancial factors, such as the quality of the education provided and the safety of the 
schools, to assess the overall health of the School District. 

The statement of net assets and the statement of activities report the governmental activities for 
the School District, which encompass all of the School District’s services, including instruction, 
support services, community services, athletics, and food services.  Property taxes, unrestricted 
state aid (foundation allowance revenue), and state and federal grants finance most of these 
activities. 

Reporting the School District’s Most Significant Funds - Fund Financial Statements 

The School District’s fund financial statements provide detailed information about the most 
significant funds - not the School District as a whole. Some funds are required to be established 
by state law and by bond covenants.  However, the School District establishes many other funds 
to help it control and manage money for particular purposes (the Food Services and Athletics 
Funds are examples) or to show that it is meeting legal responsibilities for using certain taxes, 
grants, and other money (such as bond-funded construction funds used for voter-approved 
capital projects). The governmental funds of the School District use the following accounting 
approach: 

Governmental Funds - All of the School District’s services are reported in 
governmental funds. Governmental fund reporting focuses on showing how money 
flows into and out of funds and the balances left at year end that are available for 
spending.  They are reported using an accounting method called modified accrual 
accounting, which measures cash and all other financial assets that can readily be 
converted to cash.  The governmental fund statements provide a detailed short-term 
view of the operations of the School District and the services it provides.  
Governmental fund information helps you determine whether there are more or fewer 
financial resources that can be spent in the near future to finance the School District’s 
programs. We describe the relationship (or differences) between governmental 
activities (reported in the statement of net assets and the statement of activities) and 
governmental funds in a reconciliation. 
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Management’s Discussion and Analysis (Continued) 

The School District as Trustee - Reporting the School District’s Fiduciary Responsibilities 

The School District is the trustee, or fiduciary, for its student activity funds.  All of the School 
District’s fiduciary activities are reported in a separate statement of fiduciary assets and liabilities.  
We exclude these activities from the School District’s other financial statements because the 
School District cannot use these assets to finance its operations.  The School District is 
responsible for ensuring that the assets reported in these funds are used for their intended 
purposes. 

The School District as a Whole 

Summary of Net Assets 

Recall that the statement of net assets provides the perspective of the School District as a whole.  
Table 1 provides a summary of the School District’s net assets as of June 30, 2008 and 2007:  

TABLE 1

2008 2007

Assets
Current and other assets 12.8$           11.5$           
Capital assets 26.3             28.5             

Total assets 39.1             40.0             

Liabilities
Current liabilities 14.9             15.6             
Long-term liabilities 24.0             26.2             

Total liabilities 38.9             41.8             

Net Assets (Deficit)
Invested in capital assets - Net of related debt 2.7               2.3               
Restricted 0.9               0.8               
Unrestricted deficit (3.4)              (4.9)              

Total net assets (deficit) 0.2$           (1.8)$          

Governmental Activities

(in millions)
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Management’s Discussion and Analysis (Continued) 

The above analysis focuses on the net assets (see Table 1).  The change in net assets of the 
School District’s governmental activities is discussed below (see Table 2).  The School District’s 
net assets (deficit) were $0.2 million and ($1.8 million) at June 30, 2008 and 2007, respectively.  
Capital assets net of related debt, totaling $2.7 million, compares the original cost less 
depreciation of the School District’s capital assets to long-term debt used to finance the 
acquisition of those assets.  Most of the debt will be repaid from voter-approved property taxes 
collected as the debt service comes due.  Restricted net assets of $0.9 million are reported 
separately to show legal constraints from debt covenants and enabling legislation that limit the 
School District’s ability to use those net assets for day-to-day operations.  The remaining net 
assets (deficit), ($3.4 million), were unrestricted. 

The ($3.4 million) unrestricted net assets (deficit) of governmental activities represents the 
accumulated results of all past years’ operations.  The unrestricted net assets reflect the School 
District’s long-term operating commitments in excess of current resources, specifically 
compensated absences, and risk liabilities.  The operating results of the General Fund will have a 
significant impact on the change in unrestricted net assets from year to year.  

The results of this year’s operations for the School District as a whole are reported in the 
statement of activities, which shows the changes in net assets for fiscal years 2008 and 2007  
(see Table 2). 

TABLE 2

2008 2007

Revenue
Program revenue:

Charges for services 0.9$             1.3$             
Operating grants 19.5             18.9             

General revenue:
Property taxes 6.1               5.7               
State foundation allowance 22.0             24.0             
Other 0.5               0.5               

Total revenue 49.0             50.4             

Governmental Activities

(in millions)
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Management’s Discussion and Analysis (Continued) 

TABLE 2 (Continued)

2008 2007

Functions/Program Expenses
Instruction 28.3$           29.8$           
Support services 13.2             13.3             
Food services 1.1               1.2               
Athletics 0.4               0.5               
Community services 0.5               0.7               
Interest on long-term debt 1.0               1.1               
Depreciation (unallocated) 2.5               2.8               

Total functions/program expenses 47.0             49.4             

Increase in Net Assets 2.0$           1.0$           

Governmental Activities

(in millions)

 
As reported in the statement of activities, the cost of all of our governmental activities this year 
was $47.0 million.  Certain activities were partially funded from those who benefited from the 
programs ($0.9 million) or by other governments and organizations that subsidized certain 
programs with grants and contributions ($19.5 million).  We paid for the remaining “public 
benefit” portion of our governmental activities with $6.1 million in taxes, $22.0 million in state 
foundation allowance, and with our other revenues, i.e., interest and general entitlements 
totaling $0.5 million. 

The School District experienced an increase in net assets of $2.0 million.  The key reason for the 
increase in net assets was cost containment realized through the deficit reduction plan that was 
implemented in 2006. 

As discussed above, the net cost shows the financial burden that was placed on the State and the 
School District’s taxpayers by each of these functions.  Since property taxes for operations and 
unrestricted state aid constitute the vast majority of the School District’s operating revenue 
sources, the Board of Education and administration must annually evaluate the needs of the 
School District and balance those needs with state-prescribed available unrestricted resources. 
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Management’s Discussion and Analysis (Continued) 

The School District’s Funds 

As we noted earlier, the School District uses funds to help it control and manage money for 
particular purposes.  Looking at funds helps the reader consider whether the School District is 
being accountable for the resources taxpayers and others provide to it and may provide more 
insight into the School District’s overall financial health. 

As the School District completed this year, the governmental funds reported a combined fund 
balance of $0.8 million, which is an overall improvement of $2.2 million from the previous year.  

In the General Fund, our principal operating fund, the fund balance deficit was reduced by 
$2.0 million to a deficit balance of $0.3 million. 

The combined Special Revenue Funds showed a fund balance increase of approximately 
$16,000.  The increase was primarily due to additional revenue from federal funds and reduced 
expenditures. 

The Debt Service Funds showed a fund balance increase of approximately $193,000.  Millage 
rates are determined annually to ensure that the School District accumulates sufficient resources 
to pay annual bond issue-related debt service.  Durant debt obligations are funded by annual 
state appropriation, and no fund balance exists at year end.  Debt Service Funds fund balances 
are reserved since they can only be used to pay debt service obligations. 

The Capital Projects Fund fund balance decreased as the School District continued to repair 
existing facilities.   

General Fund Budgetary Highlights 

Over the course of the year, the School District revises its budget as it attempts to deal with 
unexpected changes in revenues and expenditures.  State law requires that the budget be 
amended to ensure that expenditures do not exceed appropriations.  A schedule showing the 
School District’s original and final budget amounts compared with amounts actually paid and 
received is provided in required supplementary information of these financial statements. 

There were revisions made to the 2007-2008 General Fund original budget.  Budgeted revenues 
were increased approximately $0.9 million to reflect the district grant received from the State of 
Michigan. 

Budgeted expenditures and other financing uses were also increased approximately $0.6 million 
to account for the purchase of two buses and allocation of grant expenditures. 
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Management’s Discussion and Analysis (Continued) 

There were no significant variances between the final budget and actual amounts.   

Capital Assets and Debt Administration 

Capital Assets 

As of June 30, 2008, the School District had $26,303,991 invested in a broad range of capital 
assets, including land, buildings, vehicles, furniture, and equipment, net of accumulated 
depreciation.  This amount represents a net decrease (including additions, disposals, and 
depreciation) of approximately $2.2 million, or 0.8 percent, from last year. 

2008 2007

Land 30,123$             30,123$             
Buildings and building improvements 25,224,312        26,875,868        
Buses and other vehicles 536,881             557,299             
Furniture and equipment 512,675             1,037,278          

Total capital assets 26,303,991$    28,500,568$    
 
This year’s additions of approximately $248,000 included building improvements, buses and 
vehicles, and furniture and equipment.   

No major capital projects are planned for the 2008-2009 fiscal year.  We anticipate capital 
additions will be comparable to the 2007-2008 fiscal year. We present more detailed 
information about our capital assets in the notes to the financial statements. 

Debt 

At the end of this year, the School District had $23,628,847 in bonds outstanding versus 
$25,863,847 in the previous year - a change of 8.6 percent.  Those bonds consisted of the 
following: 

2008 2007

1997 issue - General obligation bonds 16,550,000$      18,120,000$      
2007 Refunding obligation bonds 5,925,000          6,590,000          
Durant Non-Plaintiff Bonds (Series 1998) 1,153,847          1,153,847          

Total general obligation bonds 23,628,847$    25,863,847$    
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Management’s Discussion and Analysis (Continued) 

The State limits the amount of general obligation debt that schools can issue to 15 percent of the 
assessed value of all taxable property within the School District’s boundaries.  If the School 
District issues “qualified debt,” i.e., debt backed by the State of Michigan, such obligations are 
not subject to this debt limit.  The School District’s outstanding unqualified general obligation 
debt is significantly below this statutorily imposed limit. 

Other obligations include accrued vacation pay, sick leave, self-insurance (workers’ 
compensation and partial medical), and capital leases.  We present more detailed information 
about our long-term liabilities in the notes to the financial statements. 

Economic Factors and Next Year’s Budgets and Rates 

The Redford Union School District Deficit Elimination Plan (DEP), adopted by the Board of 
Education and approved by the State Department of Education, has been implemented 
commencing with the 2005-2006 fiscal year.  The plan has reduced the budget deficit this year 
from $2,252,456 to $269,189 as of June 30, 2008.  This balance reflects a favorable reduction of  
$1,983,267 during the 2007-2008 fiscal year.  This reduction also exceeded final amended 
budget expectations by approximately $293,000. 

Our elected officials and administration consider many factors when setting the School District’s 
2008-2009 fiscal year budget in conjunction with the DEP.  One of the most important factors 
affecting the budget is our student count.  The state foundation revenue is determined by 
multiplying the blended student count by the foundation allowance per pupil.  The blended 
count for the 2009 fiscal year is expected to be 25 percent and 75 percent of the February 2008 
and September 2008 student counts, respectively.  The 2008-2009 budget was adopted in    
June 2008, based on an estimate of students that will be enrolled in September 2008.  
Approximately 83 percent of total General Fund revenue is from the foundation allowance.  
Under state law, the School District cannot assess additional property tax revenue for general 
operations.  As a result, School District funding is heavily dependent on the State’s ability to fund 
local school operations.  Based on early enrollment data at the start of the 2008-2009 school 
year, we anticipate that the fall student count will be significantly down from the estimates used 
in creating the 2008-2009 budget.  Once the final student count and related per pupil funding 
are validated, state law requires the School District to amend the budget if actual School District 
resources are not sufficient to fund original appropriations. 

Since the School District’s revenue is heavily dependent on state funding and the health of the 
State’s School Aid Fund, the actual revenue received depends on the State’s ability to collect 
revenues to fund its appropriation to school districts.  The State periodically holds a revenue-
estimating conference to estimate revenues.  This conference will provide a clearer picture of 
the State’s ability to fund its appropriations. 
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Statement of Net Assets  
June 30, 2008 

Governmental 
Activities

Assets
Cash and investments (Note 3) 6,245,296$            
Receivables: 

Property taxes 20,452                   
Accounts and interest 9,382                     
Due from other governmental units 5,709,840              

Inventories 27,004                   
Prepaid costs and other 86,242                   
Restricted assets (Note 1) 703,872                 
Capital assets - Net (Note 5) 26,303,991            

Total assets 39,106,079            

Liabilities
Accounts payable 626,176                 
Accrued payroll and other liabilities 1,631,174              
Accrued interest 462,912                 
State aid anticipation note (Note 10) 9,000,000              
Deferred revenue (Note 4) 485,707                 
Long-term liabilities (Note 7):

Due within one year 2,690,669              
Due in more than one year 23,982,007            

Total liabilities 38,878,645            

Net Assets
Investment in capital assets - Net of related debt 2,697,710              
Restricted:  

Debt service 883,081                 
Capital projects 47,909                   

Unrestricted deficit (3,401,266)             

Total net assets 227,434$             
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Statement of Activities 
Year Ended June 30, 2008 

Program Revenues

Governmental 
Activities

Expenses
Charges for 

Services

Operating Grants 
and

Contributions

 Net (Expense) 
Revenue and 
Changes in
Net Assets 

Functions/Programs

Primary government - Governmental
activities:

Instruction 28,321,515$         -   $                      13,123,528$           (15,197,987)$    
Support services 13,246,314           -                           5,624,367               (7,621,947)        
Food services 1,121,209             452,165                721,682                  52,638              
Athletics 433,666                48,982                  -                             (384,684)           
Community services 471,182                394,556                -                             (76,626)             
Interest on long-term debt 969,662                -                           -                             (969,662)           
Depreciation (unallocated) 2,445,073             -                           -                             (2,445,073)        

     Total governmental activities 47,008,621$       895,703$           19,469,577$        (26,643,341)      

General revenues:
Taxes:

Property taxes, levied for general purposes 2,549,164         
Property taxes, levied for debt services 3,573,280         

State aid not restricted to specific purposes 21,979,061       
Interest and investment earnings 370,193            
Other 247,276            

Total general revenues 28,718,974       

Change in Net Assets 2,075,633         

Net Assets (Deficit) - Beginning of year (1,848,199)        

Net Assets - End of year 227,434$        
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Governmental Funds 
Balance Sheet 
June 30, 2008 

Assets

Cash and investments (Note 3) 6,199,745$      -   $                45,551$           6,245,296$      
Receivables:

Property taxes 15,468             -                     4,984               20,452             
Accounts and interest 8,186               -                     1,196               9,382               
Due from other governmental units 5,653,188        56,652           -                      5,709,840        

Due from other funds (Note 6) 96,434             -                     307,194           403,628           
Inventories 3,277               -                     23,727             27,004             
Prepaid costs and other 86,242             -                     -                      86,242             
Restricted assets (Note 1) -                      -                     703,872           703,872           

Total assets 12,062,540$  56,652$       1,086,524$    13,205,716$  

Liabilities and Fund Balances (Deficit)

Liabilities
Accounts payable 626,176$         -   $                -   $                 626,176$         
Accrued payroll and other liabilities 1,612,904        -                     18,270             1,631,174        
Interest payable 284,280           -                     -                      284,280           
State aid anticipation note (Note 10) 9,000,000        -                     -                      9,000,000        
Due to other funds (Note 6) 307,194           56,652           39,782             403,628           
Deferred revenue (Note 4) 501,175           -                     4,984               506,159           

Total liabilities 12,331,729      56,652           63,036             12,451,417      

Fund Balances (Deficit)
Reserved:

Inventories and prepaids costs 89,519             -                     23,727             113,246           
Debt service -                      -                     883,081           883,081           
Capital projects -                      -                     47,909             47,909             

Unreserved - Undesignated, reported in:
General Fund (358,708)         -                     -                      (358,708)         
Special Revenue Funds -                      -                     68,771             68,771             

Total fund balances (deficit) (269,189)         -                     1,023,488        754,299           

Total liabilities and fund balances 12,062,540$  56,652$       1,086,524$    13,205,716$  

General Fund

Special 
Education 

Center 
Program

Nonmajor 
Governmental 

Funds

Total 
Governmental 

Funds
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Governmental Funds 
Reconciliation of the Balance Sheet of Governmental Funds 

to the Statement of Net Assets 
June 30, 2008 

Fund Balance - Total Governmental Funds 754,299$           

Amounts reported for governmental activities in the
statement of net assets are different because:

Capital assets used in governmental activities are
not financial resources and are not reported
in the governmental funds:

Cost of capital assets 52,080,621$   
Accumulated depreciation (25,776,630)    26,303,991        

Grants and other receivables that are collected after
year end, such that they are not available to pay bills
outstanding as of year end, are not recognized
in the funds 20,452               

Long-term liabilities are not due and payable in the
current period and are not reported in the
governmental funds:

Bonds and notes payable including premium (23,606,281)    
Compensated absences (971,323)           
Self-insurance (2,095,072)        

Accrued interest payable is not included as a liability
in governmental funds (178,632)           

Net Assets - Governmental Activities 227,434$        
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Governmental Funds 
Statement of Revenue, Expenditures, and 

Changes in Fund Balances 
Year Ended June 30, 2008 

General Fund

Special 
Education 

Center 
Program

Nonmajor 
Governmental 

Funds

Total 
Governmental 

Funds

Revenue
Local sources 3,443,621$       -   $                  4,201,778$      7,645,399$       
State sources 26,023,737       3,250,937        65,080             29,339,754       
Federal sources 1,928,137         476,448           656,602           3,061,187         
Interdistrict sources 804,635            8,243,062        -                       9,047,697         

Total revenue 32,200,130       11,970,447      4,923,460        49,094,037       

Expenditures
Current:

Instruction 17,520,072       -                       -                       17,520,072       
Support services 13,134,814       -                       15,833             13,150,647       
Special Education Center Program -                        10,553,409      -                       10,553,409       
Food service -                        -                       1,121,209        1,121,209         
Athletics 554                   -                       433,112           433,666            
Community services 471,182            -                       -                       471,182            

Debt service:
Principal 89,990              -                       2,235,000        2,324,990         
Interest 9,623                -                       1,204,586        1,214,209         
Other -                        -                       2,469               2,469                

Capital outlay 153,590            48,027             77,450             279,067            

Total expenditures 31,379,825       10,601,436      5,089,659        47,070,920       

Excess of Revenue Over (Under) Expenditures 820,305            1,369,011        (166,199)          2,023,117         

Other Financing Sources (Uses)
Transfers in (Note 6) 1,404,599         -                       1,336,158        2,740,757         
Transfers out (Note 6) (384,127)           (1,369,011)       (987,619)          (2,740,757)        
Installment note issued (Note 7) 142,490            -                       -                       142,490            

Total other financing sources (uses) 1,162,962         (1,369,011)       348,539           142,490            

Net Change in Fund Balances 1,983,267         -                       182,340           2,165,607         

Fund Balances (Deficit) - Beginning of year (2,252,456)        -                       841,148           (1,411,308)        

Fund Balances (Deficit) - End of year (269,189)$       -   $               1,023,488$    754,299$        
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Governmental Funds 
Reconciliation of the Statement of Revenue, Expenditures, 

and Changes in Fund Balances of Governmental Funds 
to the Statement of Activities 

Year Ended June 30, 2008 

Net Change in Fund Balances  - Total Governmental Funds 2,165,607$       

Amounts reported for governmental activities in the
statement of activities are different because:

Governmental funds report capital outlay as expenditures; in the
statement of activities, certain costs are allocated over their
estimated useful lives as depreciation:

Depreciation expense (2,445,073)$  
Capitalized capital outlay 248,496         (2,196,577)        

Revenues are recorded in the statement of activities when earned;
they are not reported in the funds until collected or collectible
within 60 days of year end (9,783)               

Note proceeds provide financial resources to governmental funds;
but issuing debt increases long-term liabilities in the statement
of activities (142,490)           

Deferred charges are reported as revenue in the funds and
amortized in the statement of activities (25,703)             

Repayment of bond and principal is an expenditure in the
governmental funds, but not in the statement of activities 
(where it reduces long-term debt) 2,324,990         

Interest expense is recorded in the statement of activities when
incurred; it is not reported in the governmental funds until paid 270,250            

Compensated absences, as well as estimated self-insurance
liability claims, are recorded when earned in the statement of 
activities.  In the current year, more was paid out than
was earned (310,661)           

Change in Net Assets of Governmental Activities 2,075,633$     
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Fiduciary Fund 
Statement of Fiduciary Assets and Liabilities 

June 30, 2008 

Student Activities 
Agency Fund

Assets - Cash and cash equivalents 340,677$           

Liabilities - Due to student groups 340,677$           
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Note 1 - Summary of Significant Accounting Policies 

The accounting policies of Redford Union School District #1 (the “School District”) 
conform to accounting principles generally accepted in the United States of America 
(GAAP) as applicable to governmental units.  The following is a summary of the 
significant accounting policies used by the School District: 

Reporting Entity 

The School District is governed by an elected seven-member Board of Education.  
The accompanying financial statements have been prepared in accordance with 
criteria established by the Governmental Accounting Standards Board for 
determining the various governmental organizations to be included in the reporting 
entity.  These criteria include significant operational financial relationships that 
determine which of the governmental organizations are a part of the School 
District’s reporting entity, and which organizations are legally separate, component 
units of the School District.  Based on the application of the criteria, the School 
District does not contain any component units.   

Government-wide and Fund Financial Statements 

The government-wide financial statements (i.e., the statement of net assets and the 
statement of activities) report information on all of the nonfiduciary activities of the 
School District.  For the most part, the effect of interfund activity has been removed 
from these statements.  Governmental activities, which normally are supported by 
taxes and intergovernmental revenues, are reported separately from business-type 
activities, which rely to a significant extent on fees and charges for support.  All of 
the School District’s government-wide activities are considered governmental 
activities.  

The statement of activities demonstrates the degree to which the direct expenses of 
a given function or segment are offset by program revenues.  Direct expenses are 
those that are clearly identifiable with a specific function.  Program revenue includes 
(1) charges to customers or applicants who purchase, use, or directly benefit from 
goods, services, or privileges provided by a given function and (2) grants and 
contributions that are restricted to meeting the operational or capital requirements 
of a particular function.  Taxes, intergovernmental payments, and other items not 
properly included among program revenues are reported instead as general 
revenue.  

Separate financial statements are provided for governmental funds and fiduciary 
funds, even though the latter are excluded from the government-wide financial 
statements.  Major individual governmental funds are reported as separate columns 
in the fund financial statements. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Measurement Focus, Basis of Accounting, and Financial Statement 
Presentation 

Government-wide Financial Statements - The government-wide financial 
statements are reported using the economic resources measurement focus and the 
accrual basis of accounting.  Revenue is recorded when earned and expenses are 
recorded when a liability is incurred, regardless of the timing of related cash flows.  
Property taxes are recognized as revenue in the year for which they are levied.  
Grants, categorical aid, and similar items are recognized as revenue as soon as all 
eligibility requirements imposed by the provider have been met.  

As a general rule, the effect of interfund activity has been eliminated from the 
government-wide financial statements.  

Amounts reported as program revenue include charges to customers or applicants 
for goods, services, or privileges provided and operating grants and contributions.  
Internally dedicated resources are reported as general revenue rather than as 
program revenue.  Likewise, general revenue includes all taxes and unrestricted 
state aid. 

Fund Financial Statements - Governmental fund financial statements are reported 
using the current financial resources measurement focus and the modified accrual 
basis of accounting.  Revenue is recognized as soon as it is both measurable and 
available.  Revenue is considered to be available if it is collected within the current 
period or soon enough thereafter to pay liabilities of the current period. For this 
purpose, the School District considers revenues to be available if they are collected 
within 60 days of the end of the current fiscal period.  Expenditures generally are 
recorded when a liability is incurred, as under accrual accounting.  However, debt 
service expenditures, as well as expenditures related to compensated absences and 
claims and judgments, are recorded only when payment is due.  

Property taxes, unrestricted state aid, intergovernmental grants, and interest 
associated with the current fiscal period are all considered to be susceptible to 
accrual and so have been recognized as revenue of the current fiscal period.  All 
other revenue items are considered to be available only when cash is received by the 
School District.  

Fiduciary fund statements are also reported using the economic resources 
measurement focus and the accrual basis of accounting. 
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Note 1 - Summary of Significant Accounting Policies (Continued) 

The School District reports the following major governmental funds: 

General Fund - The General Fund is the School District’s primary operating fund.  
It accounts for all financial resources of the School District, except those required to 
be accounted for in another fund. 

Special Education Center Program Special Revenue Fund - The Special 
Education Center Program Special Revenue Fund is used by the School District to 
account for proceeds that are restricted to expenditure within the Special Education 
Center Program. 

Additionally, the School District reports the following fund types: 

Special Revenue Funds - Special Revenue Funds are used to account for the 
proceeds of specific revenue sources that are restricted to expenditure for specified 
purposes.  In addition to the Special Education Center Program Special Revenue 
Fund, the School District’s Special Revenue Funds include the Food Services and 
Athletics Funds.  Any operating deficit generated by these activities is the 
responsibility of the General Fund. 

Debt Service Funds - Debt Service Funds are used to record tax, interest, and 
other revenue for payments of interest, principal, and other expenditures of the 
various bond issues. 

Capital Projects Funds - Capital Projects Funds are used to record bond proceeds 
or other revenue and the disbursement of invoices specifically designated for 
remodeling of buildings and equipment.  The funds operate until the purpose for 
which they were created is accomplished. 

Fiduciary Funds - Fiduciary funds are used to account for assets held by the School 
District in a trustee capacity or as an agent.  Agency Funds are custodial in nature 
(assets equal liabilities) and do not involve the measurement of results of operations. 

Assets, Liabilities, and Net Assets or Equity 

Cash and Investments - Cash and investments include cash on hand, demand 
deposits, and short-term investments with a maturity of three months or less when 
acquired.  Investments are stated at fair value.  Investment income is recorded in the 
fund for which the investment account was established.  
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Receivables and Payables - In general, outstanding balances between funds are 
reported as “due to/from other funds.”  Activities between funds that are 
representative of lending/borrowing arrangements outstanding at the end of the 
fiscal year are referred to as “advances to/from other funds.”   

All trade and property tax receivables are shown net of an allowance for 
uncollectible amounts.  The School District considers all receivables to be fully 
collectible; accordingly, no allowance for uncollectible amounts is recorded.  
Property taxes are assessed as of December 31 and the related property taxes 
become a lien on July 1 of the following year.  These taxes are due on September 14 
with the final collection on September 30.  At this time, penalties and interest are 
assessed and the total obligation is added to the county tax rolls.  

Inventories and Prepaid Costs - Inventories are valued at cost, on a first-in, first-
out basis.  Inventories of governmental funds are recorded as expenditures when 
consumed rather than when purchased.  Certain payments to vendors reflect costs 
applicable to future fiscal years and are recorded as prepaid costs in both 
government-wide and fund financial statements.  

Restricted Assets - The unspent cash of the Debt Service Funds and bond 
proceeds of the Capital Projects Funds and related interest require amounts to be 
set aside for construction.  These amounts have been classified as restricted assets. 

Capital Assets - Capital assets, which include land, buildings, equipment, and 
vehicles, are reported in the government-wide financial statements.  Capital assets 
are defined by the School District as assets with an initial individual cost of more than 
$5,000 and an estimated useful life in excess of five years.  Such assets are recorded 
at historical cost or estimated historical cost if purchased or constructed.  Donated 
capital assets are recorded at estimated fair market value at the date of donation.  
Costs of normal repair and maintenance that do not add to the value or materially 
extend asset life are not capitalized.  The School District does not have 
infrastructure-type assets. 

Buildings, equipment, and vehicles are depreciated using the straight-line method 
over the following useful lives:   

Buildings and building improvements 20-50 years
Buses and other vehicles 7-8 years
Furniture and equipment 5-20 years
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Compensated Absences (Vacation and Sick Leave) - The liability for 
compensated absences reported in the government-wide statements consists of 
earned but unused accumulated vacation and sick leave benefits.  A liability for these 
amounts is reported in governmental funds as it comes due for payment.  The 
liability has been calculated using the vesting method, in which leave amounts for 
both those employees who are currently eligible to receive termination payments at 
normal retirement age and other employees who are expected to become eligible in 
the future to receive such payments upon normal retirement are included.   

Long-term Obligations - In the government-wide financial statements, long-term 
debt and other long-term obligations are reported as liabilities in the statement of 
net assets.  Bond premiums and discounts, as well as issuance costs when material, 
are deferred and amortized over the life of the bonds using the effective interest 
method.  Bonds payable are reported net of the applicable bond premium or 
discount.  Bond issuance costs are reported as deferred charges and are amortized 
over the term of the related debt.  

In the fund financial statements, governmental fund types recognize bond premiums 
and discounts, as well as bond issuance costs, during the current period. The face 
amount of debt issued is reported as other financing sources.  Premiums received on 
debt issuances are reported as other financing sources while discounts are reported 
as other financing uses.  Issuance costs are reported as debt service expenditures. 

Fund Equity - In the fund financial statements, governmental funds report 
reservations of fund balance for amounts that are not available for appropriation or 
are legally restricted by outside parties for use for a specific purpose.  Designations 
of fund balance represent tentative management plans that are subject to change.  

Comparative Data/Reclassifications - Comparative data is not included in the 
School District’s financial statements. 
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Note 2 - Stewardship, Compliance, and Accountability 

Budgetary Information - Annual budgets are adopted on a basis consistent with 
accounting principles generally accepted in the United States of America and state 
law for the General, Debt Service, Capital Projects, and all Special Revenue Funds.  
All annual appropriations lapse at fiscal year end.  The budget statement is presented 
on the same basis of accounting used in preparing the adopted budget.  

The budget document presents information by fund, function, and object.  The legal 
level of budgetary control adopted by the governing body (i.e., the level at which 
expenditures may not legally exceed appropriations) is the function level.  State law 
requires the School District to have its budget in place by July 1.  Expenditures in 
excess of amounts budgeted are a violation of Michigan law.  State law permits 
districts to amend their budgets during the year.  During the year, the budget was 
amended in a legally permissible manner.  There were no significant amendments 
during the year. 

Encumbrance accounting is employed in governmental funds.  Encumbrances (e.g., 
purchase orders, contracts) outstanding at year end are immaterial and do not 
constitute expenditures or liabilities because the goods or services have not been 
received as of year end; the commitments will be reappropriated and honored 
during the subsequent year. 

Excess of Expenditures Over Appropriations in Budgeted Funds - The School 
District did not have significant expenditures budget variances.  Minor variances in 
the General Fund are disclosed in the budgetary comparison schedule in the 
required supplemental information. 

Fund Deficit - The School District has a General Fund deficit at June 30, 2008 of 
approximately $269,000.  State law requires the School District to establish a deficit 
reduction plan with the Michigan Department of Education.  The formal deficit 
reduction plan submitted by the School District in February 2006 has received 
approval by the Michigan Department of Education and has been extended through 
the 2008-2009 school year. 
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Note 3 - Deposits and Investments 

State statutes and the School District’s investment policy authorize the School 
District to make deposits in the accounts of federally insured banks, credit unions, 
and savings and loan associations that have offices in Michigan.  The School District is 
allowed to invest in U.S. Treasury or agency obligations, U.S. government 
repurchase agreements, bankers’ acceptances, commercial paper rated prime at the 
time of purchase that matures not more than 270 days after the date of purchase, 
mutual funds, and investment pools that are composed of authorized investment 
vehicles.  The School District’s deposits are in accordance with statutory authority. 

The School District has utilized five financial institutions for the deposit of its funds.   

The investment policy adopted by the board is in accordance with state statutes has 
authorized investment in bonds and securities of the United States government and 
bank accounts and CDs, but not the remainder of state statutory authority as listed 
above. 

The School District’s cash and investments are subject to several types of risk, which 
are examined in more detail below: 

Custodial Credit Risk of Bank Deposits - Custodial credit risk is the risk that in 
the event of a bank failure, the School District’s deposits may not be returned to it. 
The School District does not have a deposit policy for custodial credit risk. At year 
end, the School District’s deposit balance of $975,000 had $660,280 of bank 
deposits (certificates of deposit, checking, and savings accounts) that were uninsured 
and uncollateralized.  The School District believes that due to the dollar amounts of 
cash deposits and the limits of FDIC insurance, it is impractical to insure all deposits.  
As a result, the School District evaluates each financial institution it deposits funds 
with and assesses the level of risk of each institution; only those institutions with an 
acceptable estimated risk level are used as depositories. 

Custodial Credit Risk of Investments - Custodial credit risk is the risk that, in the 
event of the failure of the counterparty, the School District will not be able to 
recover the value of its investments or collateral securities that are in the possession 
of an outside party. The School District’s investment policy does not address 
custodial credit risk.  The School District had no investments subject to custodial 
credit risk at June 30, 2008. 
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Note 3 - Deposits and Investments (Continued) 

Interest Rate Risk - Interest rate risk is the risk that the value of investments will 
decrease as a result of a rise in interest rates. The School District’s investment policy 
does not address interest rate risk. 

Credit Risk - State law limits investments in commercial paper to the top two 
ratings issued by nationally recognized statistical rating organizations. The School 
District’s investment policy does not further limit its investment choices 

At year end, the maturities of investments and the credit quality ratings of debt 
securities (other than the U.S. government) are as follows: 

Rating
Investment Fair Value Maturities Rating Organization

Bank investment
pooled funds 6,502,819$  n/a Not rated Not applicable

 
Concentration of Credit Risk - The School District places no limit on the amount 
the School District may invest in any one issuer. The School District’s policy does 
not address concentration of credit risk.  More than 5 percent of the School 
District’s investments are in pooled funds; these investments represent 100 percent 
of the District’s total investments. 

Foreign Currency Risk - Foreign currency risk is the risk that an investment 
denominated in the currency of a foreign country could reduce its U.S. dollar value 
as a result of changes in foreign currency exchange rates. State law and the School 
District’s policy prohibit investment in foreign currency. 
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Note 4 - Deferred Revenue 

Governmental funds report deferred revenue in connection with receivables for 
revenue that is not considered to be available to liquidate liabilities of the current 
period.  Governmental funds also defer revenue recognition in connection with 
resources that have been received but not yet earned.  At the end of the current 
fiscal year, the various components of deferred revenue are as follows: 

Unavailable Unearned

Delinquent property taxes 20,452$          -   $               
Grant and categorical aid payment received

prior to meeting all eligibility requirements -                      485,707         

Total 20,452$          485,707$        
 
Note 5 - Capital Assets 

Capital asset activity of the School District’s activities was as follows: 

Balance 

July 1, 2007 Additions

Disposals and 

Adjustments

Balance 

June 30, 2008

Capital assets not being depreciated -
Land 30,123$              -   $                     -   $                     30,123$              

Capital assets being depreciated:
Building and building improvements 44,884,220         72,168                -                          44,956,388         
Buses and other vehicles 2,006,492           153,590              -                          2,160,082           
Furniture and equipment 4,911,290           22,738                -                          4,934,028           

Subtotal 51,802,002         248,496              -                          52,050,498         

Accumulated depreciation:
Building and building improvements 18,008,352         1,723,724           -                          19,732,076         
Buses and other vehicles 1,449,193           176,611              (2,603)                 1,623,201           
Furniture and equipment 3,874,012           544,738              2,603                  4,421,353           

Subtotal 23,331,557         2,445,073           -                          25,776,630         

Net capital assets being depreciated 28,470,445         (2,196,577)          -                          26,273,868         

Net governmental capital assets 28,500,568$       (2,196,577)$        -   $                     26,303,991$       

 
Depreciation expense was not charged to activities as the School District considers 
its assets to impact multiple activities and allocation is not practical. 
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Note 6 - Interfund Receivables, Payables, and Transfers 

The composition of interfund balances is as follows: 

 Fund Due To  General Fund 

 Special 
Education 

Center 
Program 

 Nonmajor 
Governmental 

Funds  Total 

General Fund -   $                 56,652$           39,782$          96,434$           
Nonmajor governmental funds 307,194          -                      -                     307,194           

Total 307,194$        56,652$           39,782$          403,628$         

Fund Due From

 

These balances result from the time lag between the dates that goods and services 
are provided or reimbursable expenditures occur, transactions are recorded in the 
accounting system, and payments between funds are made. 

Interfund Transfers 

 General Fund 

 Special 
Education 

Center Program 

 Nonmajor 
Governmental 

Funds  Total 

Transfers in:
General Fund -   $               1,369,011$        987,619$        2,356,630$   
Nonmajor governmental funds 384,127         -                        -                     384,127        

Total 384,127$       1,369,011$        987,619$        2,740,757$   

Transfers Out

 
Transfers from the General Fund provided funding for the Special Education Center 
Program and the Athletics Funds.  Transfers from the Special Education Center 
Program and the Food Services Fund to the General Fund represent reimbursement 
of indirect costs paid by the General Fund during the current year.   
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Note 7 - Long-term Debt  

The School District issues bonds, notes, and other contractual commitments to 
provide for the acquisition and construction of major capital facilities and the 
acquisition of certain equipment.  General obligation bonds are direct obligations and 
pledge the full faith and credit of the School District.  Notes and installment 
purchase agreements are also general obligations of the School District.  Other long-
term obligations include compensated absences and certain risk liabilities.  

Long-term obligation activity can be summarized as follows: 
 Balance

July 1, 2007  Additions  Reductions 

 Balance       

June 30, 2008 

 Due Within 

One Year  

Governmental Activities
Bonds 25,863,847$    -   $               2,235,000$    23,628,847$    2,621,676      
Deferred charges (interest)

from refunding bonds (172,820)          -                    (15,711)          (157,109)          (15,711)          
Bond issuance costs (59,949)            -                    (9,992)            (49,957)            (4,996)            

Total bonds payable 25,631,078      -                    2,209,297      23,421,781      2,600,969      

Bus installment notes 132,000           142,490         89,990           184,500           89,700           
Other obligations 2,755,733        5,958,597      5,647,935      3,066,395        -                    

Total governmental
activities 28,518,811$    6,101,087$    7,947,222$    26,672,676$    2,690,669$    

 
Annual debt service requirements to maturity for the above governmental bond 
obligations are as follows: 

Governmental Activities
Principal Interest Total

2009 2,621,676$       1,122,572$       3,744,248$       
2010 2,286,404         1,119,594         3,405,998         
2011 2,161,947         935,497            3,097,444         
2012 2,335,123         822,836            3,157,959         
2013 2,518,697         706,509            3,225,206         

2014-2018 4,045,000         2,382,725         6,427,725         
2019-2022 7,660,000         991,250            8,651,250         

Total 23,628,847$     8,080,983$       31,709,830$     

 Years Ending 
June 30 
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Note 7 - Long-term Debt (Continued) 

Governmental Activities 

The general obligation bonds are comprised of the following issues: 

1997 Issue - $35,575,000 serial and term bonds due in annual
installments of $1,155,000 to $2,330,000 through May 1, 2022;
interest at 4.75 percent to 5.5 percent 16,550,000$      

2007 Refunding Issue - $6,590,000 serial and term bonds due in
annual installments of $485,000 to $2,465,000 through May 1, 2018;
interest at 4.0 percent 5,925,000          

$2,815,220 School Improvement Bond, Series 1998, due in annual
installments beginning May 15, 2009 of $156,676 to $456,404 through
May 15, 2013; interest at 4.76 percent 1,153,847          

Total bonded debt 23,628,847$      

 
Durant Non-Plaintiff Bond - Included in governmental activities general obligation 
bonds is the $2.8 million Durant Non-Plaintiff Bond.  Annual total payments 
(principal and interest) associated with this bond are funded by the State of Michigan 
via specifically appropriated state aid and will not require any School District debt 
levy or utilization of any other School District financial resources.     
 
Bus Installment Notes - Bus installment notes consist of the following: 

Remaining to Maturity

Date
Original 
Amount Due Date Interest Rate Interest Principal

08/19/04 333,684$      05/01/09 3.72% 7,366$            66,000$             
08/01/07 142,490        05/01/13 4.24% 15,073$          118,500             

 
Other governmental activities long-term obligations include the following: 

Employee-compensated absences 971,323$      
Self-insurance 2,095,072     

Total 3,066,395$   
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Note 7 - Long-term Debt (Continued) 

Advance Refunding - In prior years, the School District defeased certain bonds by 
placing the proceeds of new bonds in an irrevocable trust to provide for all future 
debt service payments on the old bonds.  Accordingly, the trust account assets and 
liabilities for the defeased bonds are not included in the basic financial statements.  
At June 30, 2008, $7,975,000 of bonds outstanding are considered defeased. 
 

Note 8 - Risk Management 

The School District is exposed to various risks of loss related to property loss, torts, 
errors and omissions, and employee injuries (workers’ compensation), as well as 
medical benefits provided to employees.  The School District has purchased 
commercial insurance for property loss, torts, and errors and omissions claims; the 
School District is uninsured for workers’ compensation and is partially uninsured for 
medical benefit claims.  Settled claims relating to the commercial insurance have not 
exceeded the amount of insurance coverage in any of the past three fiscal years. 

The School District estimates the liability for workers’ compensation and health 
insurance claims that have been incurred through the end of the fiscal year, including 
both those claims that have been reported as well as those that have not yet been 
reported.  These estimates are recorded as liabilities in the General Fund to the 
extent they are considered due at June 30, with the remainder included in long-term 
debt.  Changes in the estimated liability for the past two fiscal years were as follows: 

2008 2007

Estimated liability - Beginning of year 1,753,985$   1,569,897$   
Estimated claims incurred - Including changes in

estimates 5,870,714     5,400,356     
Claim payments (5,529,627)    (5,216,268)    

Estimated liability - End of year 2,095,072$   1,753,985$   

 
Note 9 - Defined Benefit Pension Plan and Postemployment Benefits 

Plan Description - The School District participates in the Michigan Public School 
Employees’ Retirement System (MPSERS), a statewide, cost-sharing, multiple-
employer defined benefit public employee retirement system governed by the State 
of Michigan that covers substantially all employees of the School District.  The 
system provides retirement, survivor, and disability benefits to plan members and 
their beneficiaries.  The system also provides postemployment healthcare benefits 
to retirees and beneficiaries who elect to receive those benefits.  
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Note  9  - Defined Benefit Pension Plan and Postemployment Benefits 
 (Continued) 

The Michigan Public School Employees’ Retirement System issues a publicly 
available financial report that includes financial statements and required 
supplementary information for the pension and postemployment healthcare plans.  
That report is available on the web at http://www.michigan.gov/orsschools, or by 
writing to the Office of Retirement System at 7150 Harris Drive, P.O. Box 30171, 
Lansing, MI 48909.  

Pension Benefits - Employer contributions to the pension system result from the 
implementing effects of the School Finance Reform Act. Under these procedures, 
each school district is required to contribute the full actuarial funding contribution 
amount to fund pension benefits. The employer contribution rate was 11.19 
percent of covered payroll for the period from July 1, 2007 through September 30, 
2007 and 10.17 percent for the period from October 1, 2007 through June 30, 
2008. Basic plan members make no contributions, but member investment plan 
members contribute at rates ranging from 3 percent to 4.3 percent of gross wages. 
The School District’s required and actual contributions to the plan for the years 
ended June 30, 2008, 2007, and 2006 were $2,617,693, $2,726,935, and 
$2,792,474, respectively.   

Postemployment Benefits - Under the MPSERS Act, all retirees participating in 
the MPSERS pension plan have the option of continuing health, dental, and vision 
coverage through MPSERS.  Retirees electing this coverage contribute an amount 
equivalent to the monthly cost for Part B Medicare and 10 percent of the monthly 
premium amount for the health, dental, and vision coverage at the time of receiving 
the benefits. The MPSERS board of trustees annually sets the employer 
contribution rate to fund the benefits on a pay-as-you-go basis. Participating 
employers are required to contribute at that rate.  The employer contribution rate 
was 6.55 percent of covered payroll for the period from July 1, 2007 through 
September 30, 2007 and 6.55 percent for the period from October 1, 2007 
through June 30, 2008.  The School District’s required and actual contributions to 
the plan for retiree healthcare benefits for the years ended June 30, 2008, 2007, 
and 2006 were $1,655,960, $1,725,065, and $1,766,526, respectively. 

Note 10 - State Aid Anticipation Note 

On August 20, 2007, the School District borrowed $9,000,000 on a state aid 
anticipation note.  The note bears interest at 3.68 percent and is due August 20, 
2008.  At June 30, 2008, the School District has accrued interest of approximately 
$284,000 on this note in the fund level financial statements.   
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Note 11 - Subsequent Event 

The School District borrowed $8,000,000 for General Fund operations on a state 
aid anticipation note dated August 20, 2008.  The principal, plus interest at a rate of 
1.70 percent per annum, is due and payable on August 20, 2009. 

Note 12 - Funding Uncertainties 

The School District receives over 80 percent of its funding for regular operations 
from the state foundation allowance.  This allowance is determined by the State 
and is paid based on the number of students attending the School District.  The 
base per pupil allowance has changed minimally over the past four years.  

The School District has been challenged by rising healthcare and pension costs that 
have offset expenditure reductions in other areas.  Bargaining groups have had no 
salary increases other than step and college advancement credit increases in the 
past five years.  While the School District has taken steps to reduce staff and 
streamline facility costs to further reduce expenditures, significant additional steps 
must be taken within the next year to reduce expenses to match available revenue 
consistent with the deficit elimination plan. 

As required by state law, the School District developed a deficit elimination plan 
which was approved by the Board of Education and the Michigan Department of 
Education.  As part of the deficit elimination plan, the School District has to plan for 
appropriate expenditure reductions as well as the need for short-term cash flow 
borrowing.  

The School District continues to gain positive results from the implementation of 
its deficit elimination plan.  This plan has resulted in a $2.0 million decrease in the 
General Fund deficit at June 30, 2008.  This actual decrease also exceeds the final 
amended budget by approximately $293,000. For the 2008-2009 fiscal year, the 
School District will continue to review appropriate expenditure reductions to 
reduce its overall deficit. 

Note 13 - Contingent Liabilities 

The School District is a defendant in three unfair labor practice cases.  It is not 
possible to predict with certainty whether the School District will ultimately be 
successful in any of the legal matters, or, if not, what the impact will be based on 
current information. 
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Required Supplementary Information 
Budgetary Comparison Schedule - General Fund 

Year Ended June 30, 2008 

Original
Budget

Final
Budget Actual

 Over (Under)  
Final Budget 

Revenue    
Local sources 3,054,000$        3,352,100$          3,443,621$        91,521$             
State sources 25,933,000        26,000,000          26,023,737        23,737               
Federal sources 1,843,000          1,907,360            1,928,137          20,777               
Interdistrict sources 293,000             647,000               804,635             157,635             

Total revenue 31,123,000        31,906,460          32,200,130        293,670             

Expenditures - Current
Instruction:

Basic programs 11,969,000        12,118,724          12,067,823        (50,901)              
Added needs 5,211,000          5,476,290            5,404,120          (72,170)              
Adult education 26,000               52,573                 48,129               (4,444)                

Support services:
Pupil 2,398,000          2,366,416            2,402,478          36,062               *
Instructional staff 394,000             352,650               336,966             (15,684)              
General administration 349,000             518,147               549,862             31,715               *
School administration 1,682,000          1,636,748            1,642,127          5,379                 *
Business services 1,108,000          1,190,812            1,457,745          266,933             **
Operations and maintenance 4,582,000          4,420,940            4,538,516          117,576             *
Transportation 1,645,000          1,866,994            1,877,628          10,634               *
Central services 560,000             587,445               582,695             (4,750)                

Community services 607,000             474,701               471,182             (3,519)                
Other transactions -                         258,376               554                    (257,822)            

Total expenditures 30,531,000        31,320,816          31,379,825        59,009               

Other Financing Sources (Uses)
Transfers in 1,400,000          1,400,000            1,404,599          4,599                 
Transfers out (663,000)            (437,051)              (384,127)           52,924               
Installment note issued -                         142,000               142,490             490                    

Total other financing sources 737,000             1,104,949            1,162,962          58,013               

Net Change in Fund Balance 1,329,000          1,690,593            1,983,267          292,674             

Fund Balance (Deficit) - July 1, 2007 (2,725,000)         (2,252,456)           (2,252,456)        -                         

Fund Balance (Deficit) - June 30, 2008 (1,396,000)$     (561,863)$         (269,189)$       292,674$         

  * During the year, the School District incurred expenditures which were in excess of the amounts budgeted.  The

 unfavorable variances were caused by unanticipated expenditures which became necessary during the year.

**  The reporting and presentation of the state aid note interest accrual changed subsequent to the final budget amendment.



Redford Union School District #1 

  35 

Required Supplementary Information 
Budgetary Comparison Schedule 

Special Revenue Fund - Special Education Center Program 
Year Ended June 30, 2008 

Original
Budget

Final
Budget Actual

 Over (Under)  
Final Budget 

Revenue
State sources 3,100,000$      3,261,973$      3,250,937$      (11,036)$         
Federal sources 462,000           462,000           476,448           14,448             
Interdistrict sources 8,439,000        8,766,413        8,243,062        (523,351)         

Total revenue 12,001,000      12,490,386      11,970,447      (519,939)         

Expenditures
Salaries 6,535,000        6,767,788        6,705,750        (62,038)           
Fringe benefits 3,257,000        3,395,180        3,350,341        (44,839)           
Other 809,000           927,418           545,345           (382,073)         

Total expenditures 10,601,000      11,090,386      10,601,436      (488,950)         

Other Financing Uses - Transfers out (1,400,000)      (1,400,000)      (1,369,011)      (30,989)           

Net Change in Fund Balance -                      -                      -                      -                      

Fund Balance - July 1, 2007 -                      -                      -                      -                      

Fund Balance - June 30, 2008 -   $               -   $               -   $               -   $               
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Other Supplementary Information 
Combining Balance Sheet 

Nonmajor Governmental Funds 
June 30, 2008 

Special Revenue Funds Debt Service Funds

Food Services Athletics 1997 Issue
2007 Refunding 

Issue
Capital Projects 

Fund Total

Assets

Cash and investments -   $                    45,551$             -   $                    -   $                    -   $                    45,551$             
Receivables:

Taxes -                         -                         4,984                 -                         -                         4,984                 
Accounts and interest -                         -                         1,100                 -                         96                      1,196                 

Due from other funds 71,963               -                         235,231             -                         -                         307,194             
Inventories 23,727               -                         -                         -                         -                         23,727               
Restricted assets -                         -                         646,750             -                         57,122               703,872             

Total assets 95,690$           45,551$           888,065$         -   $                  57,218$           1,086,524$      

Liabilities and Fund Balances

Liabilities
Accrued payroll and other liabilities 3,192$               15,078$             -   $                    -   $                    -   $                    18,270$             
Due to other funds -                         30,473               -                         -                         9,309                 39,782               
Deferred revenue -                         -                         4,984                 -                         -                         4,984                 

Total liabilities 3,192                 45,551               4,984                 -                         9,309                 63,036               

Fund Balances
Reserved:

Inventories 23,727               -                         -                         -                         -                         23,727               
Debt service -                         -                         883,081             -                         -                         883,081             
Capital projects -                         -                         -                         -                         47,909               47,909               

Unreserved - Undesignated, reported
 in Special Revenue Funds 68,771               -                         -                         -                         -                         68,771               

Total fund balances 92,498               -                         883,081             -                         47,909               1,023,488          

Total liabilities

and fund balances 95,690$           45,551$           888,065$         -   $                  57,218$           1,086,524$      
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Other Supplementary Information 
Combining Statement of Revenue, Expenditures,  

and Changes in Fund Balances 
Nonmajor Governmental Funds 

Year Ended June 30, 2008 

Food Services Athletics 1997 Issue
2007 Refunding 

Issue
Capital Projects 

Fund Total

Revenue
Local 452,165$         48,982$           3,649,101$      -   $                  51,530$              4,201,778$      
State 65,080             -                       -                       -                         65,080             

Federal 656,602           -                       -                       -                       -                         656,602           

Total revenue 1,173,847        48,982             3,649,101        -                       51,530                4,923,460        

Expenditures
Current:

Support services -                       -                       15,833             -                       -                         15,833             
Food services 1,121,209        -                       -                       -                       -                         1,121,209        
Athletics -                       433,112           -                       -                       -                         433,112           

Debt service:
Principal -                   -                   1,570,000    665,000       -                     2,235,000        
Interest -                   -                   917,555       287,031       -                     1,204,586        
Other -                   -                   1,150           -                   1,319              2,469               

Capital outlay 1,221               -                       -                       -                       76,229                77,450             

Total expenditures 1,122,430        433,112           2,504,538        952,031           77,548                5,089,659        

Excess of Revenue Over (Under) Expenditures 51,417             (384,130)          1,144,563        (952,031)          (26,018)               (166,199)          

Other Financing Sources (Uses)
Transfers in -                       384,127           -                       952,031           -                         1,336,158        

Transfers out (35,588)            -                       (952,031)          -                       -                         (987,619)          

Total other financing sources (uses) (35,588)            384,127           (952,031)          952,031           -                         348,539           

Net Change in Fund Balances 15,829             (3)                     192,532           -                       (26,018)               182,340           

Fund Balances - Beginning of year 76,669             3                      690,549           -                       73,927                841,148           

Fund Balances - End of year 92,498$         -   $                883,081$       -   $                47,909$            1,023,488$    

Special Revenue Funds Debt Service Funds
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Other Supplementary Information 
Schedule of Bonded Indebtedness 

 June 30, 2008 

June 30 Principal Interest Principal Interest Principal Interest

2009 156,676$       41,022$      -   $                  844,550$       2,465,000$    237,000$    

2010 456,404         136,644      -                       844,550         1,830,000      138,400      

2011 171,947         25,747        1,990,000        844,550         -                     65,200        

2012 180,123         17,561        2,155,000        740,075         -                     65,200        

2013 188,697         8,984          2,330,000        632,325         -                     65,200        

2014 -                     -                 1,155,000        515,825         -                     65,200        

2015 -                     -                 1,260,000        452,300         -                     65,200        

2016 -                     -                 -                       383,000         485,000         65,200        

2017 -                     -                 -                       383,000         540,000         45,800        

2018 -                     -                 -                       383,000         605,000         24,200        

2019 -                     -                 1,715,000        383,000         -                     -                 

2020 -                     -                 1,845,000        297,250         -                     -                 

2021 -                     -                 1,980,000        205,000         -                     -                 

2022 -                     -                 2,120,000        106,000         -                     -                 

Total 1,153,847$  229,958$  16,550,000$  7,014,425$  5,925,000$  836,600$  

Principal payments due

Interest payments due

Interest rate

Original issue

 2007 Refunding Issue  1997 Issue  Durant 

May 15

$6,590,000

4.76%

$2,815,220

May 1

May/November

4.75% to 5.50% 

$35,575,000

May

May 1

May/November

4.00%
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Independent Auditor's Report 

To the Board of Education 
Redford Union School District #1 
 

We have audited the financial statements of the governmental activities, each major fund, and 
the aggregate remaining fund information of Redford Union School District #1 as of and for the 
year ended June 30, 2008, which collectively comprise Redford Union School District #1’s  basic 
financial statements, and have issued our report thereon dated November 5, 2008.  Those basic 
financial statements are the responsibility of the management of Redford Union School District 
#1.  Our responsibility was to express opinions on those basic financial statements based on our 
audit.  

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
basic financial statements are free of material misstatement.  An audit includes examining, on a 
test basis, evidence supporting the amounts and disclosures in the basic financial statements.  An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe that 
our audit provides a reasonable basis for our opinion. 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise Redford Union School District #1’s basic financial statements. The 
accompanying schedule of expenditures of federal awards is presented for the purpose of 
additional analysis and is not a required part of the basic financial statements.  The information in 
this schedule has been subjected to the auditing procedures applied in the audit of the basic 
financial statements and, in our opinion, is fairly stated in all material respects in relation to the 
basic financial statements taken as a whole. 

  

November 5, 2008 
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Report on Internal Control Over Financial Reporting and on Compliance and 
Other Matters Based on an Audit of Financial Statements Performed in Accordance 

with Government Auditing Standards 

To the Board of Education 
Redford Union School District #1 
 
 
We have audited the financial statements of the governmental activities, each major fund, and 
the aggregate remaining fund information of Redford Union School District #1 as of and for the 
year ended June 30, 2008, which collectively comprise Redford Union School District #1’s basic 
financial statements, and have issued our report thereon dated November 5, 2008.  We 
conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 

Internal Control Over Financial Reporting 

In planning and performing our audit, we considered Redford Union School District #1’s internal 
control over financial reporting as a basis for designing our auditing procedures for the purpose 
of expressing our opinion on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of Redford Union School District #1’s internal control over financial 
reporting.  Accordingly, we do not express an opinion on the effectiveness of Redford Union 
School District #1’s  internal control over financial reporting.   

Our consideration of internal control over financial reporting was for the limited purpose 
described in the preceding paragraph and would not necessarily identify all deficiencies in 
internal control that might be significant deficiencies or material weaknesses.  However, as 
discussed below, we identified a certain deficiency in internal control over financial reporting 
that we consider to be a significant deficiency. 

A control deficiency exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent or detect misstatements on a timely basis.  A significant deficiency is a control 
deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to 
initiate, authorize, record, process, or report financial data reliably in accordance with generally 
accepted accounting principles such that there is more than a remote likelihood that a 
misstatement of the entity’s financial statements that is more than inconsequential will not be 
prevented or detected by the entity’s internal controls.  We consider the control deficiency 
described in the accompanying schedule of findings and questioned costs as item 2008-1 to be a 
significant deficiency in internal control over financial reporting. 



To the Board of Education 
Redford Union School District #1 
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A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that a material misstatement of the financial statements 
will not be prevented or detected by the entity’s internal control.   Our consideration of the 
internal control over financial reporting was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in the internal control 
that might be significant deficiencies and, accordingly, would not necessarily disclose all 
significant deficiencies that are also considered to be material weaknesses.  However, we do not 
believe the significant deficiency described above is a material weakness.   

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Redford Union School District #1’s 
financial statements are free of material misstatement, we performed tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance 
with which could have a direct and material effect on the determination of financial statement 
amounts.  However, providing an opinion on compliance with those provisions was not an 
objective of our audit and, accordingly, we do not express such an opinion.  The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards.  

We noted certain matters that we reported to the management of Redford Union School 
District #1 in a separate letter dated November 5, 2008.  

Redford Union School District #1’s  response to the significant deficiency relating to compliance 
and other matters identified in our audit and described in the accompanying schedule of findings 
and questioned costs has not been subjected to the auditing procedures applied in the audit of 
the financial statements and, accordingly, we express no opinion on it. 

This report is intended solely for the information and use of management, the Board of 
Education, federal awarding agencies, and pass-through entities and is not intended to be and 
should not be used by anyone other than these specified parties. 

  

November 5, 2008 
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Report on Compliance with Requirements Applicable to Each Major Program and on Internal 
Control Over Compliance in Accordance with OMB Circular A-133 

To the Board of Education 
Redford Union School District #1 

Compliance 
 
We have audited the compliance of Redford Union School District #1 with the types of 
compliance requirements described in the U.S. Office of Management and Budget (OMB) 
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs 
for the year ended June 30, 2008. The major federal programs of Redford Union School District 
#1 are identified in the summary of auditor's results section of the accompanying schedule of 
findings and questioned costs.  Compliance with the requirements of laws, regulations, 
contracts, and grants applicable to each of its major federal programs is the responsibility of 
Redford Union School District #1’s management.  Our responsibility is to express an opinion on 
Redford Union School District #1’s compliance based on our audit. 

We conducted our audit of compliance in accordance with auditing standards generally accepted 
in the United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  Those 
standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal program 
occurred.  An audit includes examining, on a test basis, evidence about Redford Union School 
District #1’s  compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances.  We believe that our audit provides a reasonable 
basis for our opinion.  Our audit does not provide a legal determination on Redford Union 
School District #1’s compliance with those requirements. 

In our opinion, Redford Union School District #1 complied, in all material respects, with the 
requirements referred to above that are applicable to each of its major federal programs for the 
year ended June 30, 2008.  However, the results of our auditing procedures disclosed instances 
of noncompliance with those requirements that are required to be reported in accordance with 
OMB Circular A-133 and which are described in the accompanying schedule of findings and 
questioned costs as items 2008-2 and 2008-3.  
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Internal Control Over Compliance 

The management of Redford Union School District #1 is responsible for establishing and 
maintaining effective internal control over compliance with the requirements of laws, 
regulations, contracts, and grants applicable to federal programs.  In planning and performing our 
audit, we considered Redford Union School District #1’s  internal control over compliance with 
the requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on 
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance.  Accordingly, we do not express an opinion on the effectiveness of the 
entity’s internal control over compliance. 

Our consideration of internal control over compliance was for the limited purpose described in 
the preceding paragraph and would not necessarily identify all deficiencies in the entity’s internal 
control that might be significant deficiencies or material weaknesses as defined below.  
However, as discussed below, we identified certain deficiencies in internal control over 
compliance that we consider to be significant deficiencies. 

A control deficiency in an entity’s internal control over compliance exists when the design or 
operation of a control does not allow management or employees, in the normal course of 
performing their assigned functions, to prevent or detect noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A significant deficiency is a 
control deficiency, or combination of control deficiencies, that adversely affects the entity’s 
ability to administer a federal program such that there is more than a remote likelihood that 
noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the entity’s internal controls. We consider 
the deficiencies in internal control over compliance described in the accompanying schedule of 
findings and questioned costs as items 2008-2 and 2008-3 to be significant deficiencies. 

A material weakness is a significant deficiency, or combination of significant deficiencies, that 
results in more than a remote likelihood that material noncompliance with a type of compliance 
requirement of a federal program will not be prevented or detected by the entity’s internal 
control.   We did not consider either of the deficiencies described in the accompanying schedule 
of findings and questioned costs to be a material weakness.  

Redford Union School District #1’s response to the findings identified in our audit are described 
in the accompanying schedule of findings and questioned costs.  We did not audit Redford Union 
School District #1’s response and, accordingly, we express no opinion on it. 
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This report is intended solely for the information and use of management, the Board of 
Education, federal awarding agencies, and pass-through entities and is not intended to be used 
by anyone other than these specified parties. 

  

November 5, 2008 
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Schedule of Expenditures of Federal Awards 
Year Ended June 30, 2008 

Program Title/Project Number/Subrecipient Name
CFDA

Number

Approved
Awards
Amount

(Memo Only)
Prior Year

Expenditures

Accrued
(Deferred) 
Revenue at
July 1, 2007

Federal Funds/
Payments

In-kind 
Received Expenditures

Accrued
(Deferred) 
Revenue at

June 30, 2008

Clusters:
Child Nutrition Cluster - U.S. Department of Agriculture - Passed through the

Michigan Department of Education:
National School Breakfast Program 2007-2008 10.553  $           111,220  $                    -     $                    -     $           111,220  $           111,220  $                    -    
National School Lunch Program 2007-2008 10.555 481,633              -                          -                          481,633              481,633              -                          

Total Child Nutrition Cluster 592,853              -                          -                          592,853              592,853              -                          

Special Education Cluster - U.S. Department of Education:
Passed through the Wayne County RESA - IDEA: 84.027

Project number 2006-2007            1,127,644            1,127,644               112,764               112,764                        -                           -    
Project number 2006-2007 CPE               455,672               455,672                 75,243                 75,243                        -                           -    
Mini Grant 2006-2007                   2,710                   2,710                      510                      510                        -                           -    
Project number 2007-2008               982,674                        -                           -                  917,763               946,865                 29,102 
Project number 2007-2008 CPE               476,448                        -                           -                  458,006               476,448                 18,442 
Mini Grant 2007-2008                   4,400                        -                           -                      2,200                   4,400                   2,200 
Transition Grant 2007-2008                   2,379                        -                           -                      2,379                   2,379                        -    
Project number 080440-0708 5,500                  -                          -                          -                          2,110                  2,110                  

Total IDEA 3,057,427           1,586,026           188,517              1,568,865           1,432,202           51,854                

Preschool Incentive: 84.173

Project number 050460-0607 62,415                62,415                6,241                  6,241                  -                          -                          
Project number 050460-0708 66,248                -                          -                          66,207                66,248                41                       

Total Preschool Incentive 128,663              62,415                6,241                  72,448                66,248                41                       

Total Special Education Cluster            3,186,090            1,648,441               194,758            1,641,313            1,498,450                 51,895 

Medicaid Cluster - U.S. Department of Health and Human Services - Passed
through the Wayne County RESA - Medicaid Transportation - 2007-2008 93.778 14,098                -                          -                          14,098                14,098                -                          

Total clusters 3,793,041           1,648,441           194,758              2,248,264           2,105,401           51,895                
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Schedule of Expenditures of Federal Awards (Continued) 
Year Ended June 30, 2008 

Program Title/Project Number/Subrecipient Name
CFDA

Number

Approved
Awards
Amount

(Memo Only)
Prior Year

Expenditures

Accrued
(Deferred) 
Revenue at
July 1, 2007

Federal Funds/
Payments

In-kind 
Received Expenditures

Accrued
(Deferred) 
Revenue at

June 30, 2008

Other Federal Awards:
U.S. Department of Education:

Passed through the Michigan Department of Education:
Title I: 84.010

Project number 071530-0607 497,279$            415,992$            121,992$            203,279$            81,287$              -   $                     
Project number 061530-0708 581,773              -                          -                          437,881              581,773              143,892              

Total Title I 1,079,052           415,992              121,992              641,160              663,060              143,892              

Title II, Part A: 84.367
Project number 070520-0607 164,843              164,843              14,715                14,715                -                          -                          

Project number 080520-0708 166,269              -                          -                          152,954              164,732              11,778                

Total Title II, Part A 331,112              164,843              14,715                167,669              164,732              11,778                

Title II, Part D - Project number 084290-0708 84.318 4,014                  -                          -                          2,100                  4,014                  1,914                  

Title V, Part A: 84.298
Project number 070250-0607 3,684                  2,366                  1,460                  2,778                  1,318                  -                          
Project number 080250-0708 4,129                  -                          -                          918                     4,129                  3,211                  

Total Title V, Part A 7,813                  2,366                  1,460                  3,696                  5,447                  3,211                  

Adult Education: 84.002
Project number 071130-710857 10,312                10,000                10,000                10,312                312                     -                          

Project number 081130-810857 15,500                -                          -                          -                          15,500                15,500                

Total Adult Education 25,812                10,000                10,000                10,312                15,812                15,500                

Total noncluster programs passed through the
Michigan Department of Education 1,447,803           593,201              148,167              824,937              853,065              176,295              

Passed through the Wayne County RESA:
Drug-free Grants - Project number 2007-2008 84.186 10,550                -                          -                          10,550                10,550                -                          
Vocational Education - Basic Grants to States: 84.048A

CTE Perkins Grant - 7012-25 21,695                21,695                21,695                21,695                -                          -                          

CTE Perkins Grant  V048A070022 20,039                -                          -                          9,909                  20,039                10,130                

Total Vocational Education - Basic Grants to States 41,734                21,695                21,695                31,604                20,039                10,130                

Total noncluster programs passed through
Wayne County RESA 52,284                21,695                21,695                42,154                30,589                10,130                
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Schedule of Expenditures of Federal Awards (Continued) 
Year Ended June 30, 2008 

Program Title/Project Number/Subrecipient Name
CFDA

Number

Approved
Awards
Amount

(Memo Only)
Prior Year

Expenditures

Accrued
(Deferred) 
Revenue at
July 1, 2007

Federal Funds/
Payments

In-kind 
Received Expenditures

Accrued
(Deferred) 
Revenue at

June 30, 2008

Other Federal Awards (Continued):
U.S. Department of Education (Continued):

Passed through the Monroe County Regional Education:
Tech Prep - Project number 023540-3425 3,563$                3,563$                3,443$                3,443$                -   $                     -   $                     
Tech Prep - Project number 073540-7014-25 84.243A 3,600                  -                          -                          2,550                  3,600                  1,050                  

Total noncluster programs passed through
the Monroe County Regional Education 7,163                  3,563                  3,443                  5,993                  3,600                  1,050                  

Total U.S. Department of Education
noncluster programs 1,507,250           618,459              173,305              873,084              887,254              187,475              

U.S. Department of Agriculture - Passed through the Michigan
Department of Education - Food Distribution: 10.550

Entitlement commodities - 2007-2008 62,097                -                          -                          62,097                62,097                -                          
Bonus commodities - 2007-2008 1,652                  -                          -                          1,652                  1,652                  -                          

Total Food Distribution 63,749                -                          -                          63,749                63,749                -                          

   U.S. Department of Defense - Passed through the U.S. Army ROTC 21.000 4,783                  -                          -                          4,783                  4,783                  -                          

Total federal awards 5,368,823$       2,266,900$       368,063$          3,189,880$       3,061,187$       239,370$          
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Note 1 - Significant Accounting Policies  

The accompanying schedule of expenditures of federal awards includes the federal 
grant activity of Redford Union School District #1 (the “District”) and is presented 
on the same basis of accounting as the basic financial statements.  The information in 
this schedule is presented in accordance with the requirements of OMB Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations.  Therefore, 
some amounts presented in this schedule may differ from amounts presented in, or 
used in the preparation of, the basic financial statements. 

Note 2 - Noncash Assistance  

The value of the noncash assistance received was determined in accordance with the 
provisions of OMB Circular A-133. 

Note 3 - Subrecipient Awards 

Of the federal expenditures presented in the schedule, federal awards were 
provided to subrecipients as follows: 

Program Title/Project Number/Subrecipient Name
CFDA

Number

Current Year 
Cash 

Transferred to 
Subrecipients

U.S Department of Education - Passed through the 
 Michigan Department of Education - Title I: 84.010
    Methodist Children's Home Society 81,157$         
    St. Peter's Home for Boys 17,974           
    Christ Child House 29,888           

Total Title I - Passed through 
to subrecipients 129,019$        

Note 4 - Grant Section Auditor's Report  

Management has utilized Form R-7120 and the Cash Management System (CMS) 
Grant Auditor Report in preparing the schedule of expenditures of federal awards.  
Unreconciled differences, if any, have been disclosed to the auditor. 
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Section I - Summary of Auditor's Results 

Financial Statements 
 
Type of auditor’s report issued: Unqualified  

Internal control over financial reporting: 

• Material weakness(es) identified?             Yes     X     No 

• Significant deficiency(ies) identified that are  
not considered to be material weaknesses?      X     Yes             None reported 

Noncompliance material to financial  
statements noted?              Yes     X     No 

Federal Awards 
 
Internal control over major program(s): 

• Material weakness(es) identified?             Yes     X     No 

• Significant deficiency(ies) identified that are  
not considered to be material weaknesses?      X     Yes             None reported 

Type of auditor’s report issued on compliance for major program(s):  Unqualified 

Any audit findings disclosed that are required 
to be reported in accordance with  
Section 510(a) of Circular A-133?     X     Yes             No 

Identification of major program(s): 

CFDA  Numbers Name of Federal Program or Cluster
10.553, 10.555 Child Nutrition Cluster
84.027, 84.173 Special Education Cluster  

Dollar threshold used to distinguish between type A and type B programs:   $300,000 

Auditee qualified as low-risk auditee?      X     Yes             No
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Section II - Financial Statement Audit Findings 

Reference 
Number  Findings 

2008-1  Finding Type - Significant deficiency  

  
Criteria - Redford Union School District #1’s (the “District”) internal control 
structure should provide for proper segregation of duties. 

  
Condition - The District lacks segregation of duties with respect its cash, 
revenue, and journal entry systems and procedures. 

  

Context - The same individual has the ability to receive revenue, prepare 
checks, record transactions, sign checks, distribute checks, and prepare bank 
reconciliations. 

  
Cause - Segregation of duties is not provided for in the responsibilities of 
accounting staff throughout the year. 

  
Effect - Material misstatements could occur within the accounting data and 
not be detected on a timely basis. 

  

Recommendation - The District’s small accounting department limits the 
extent of segregation of duties; however, no one individual should have 
overlapping responsibilities relative to custodianship, authorization, and/or 
recordkeeping. 

  

Views of Responsible Officials and Planned Corrective Actions - The 
District has started to make changes to the duties assigned to staff with a 
reorganization of positions.  The District is using the updated RESA computer 
finance program to segregate some of the duties.  Procedures will be prepared 
for accounting duties with explanation for segregation of duties. 
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Section III - Federal Program Audit Findings  

Reference 
Number  Findings 

2008-2  Program Name - IDEA Cluster CFDA #84.027 and #84.173 

  Finding Type - Noncompliance and significant deficiency 

  

Criteria - The special education grant requires that grant recipients submit 
reimbursement claim forms for amounts up to three days’ future cash needs. 
District advances beyond the three days’ cash needs must be refunded. 

  

Condition - The District did not properly adhere to the reimbursement 
request criteria.  All of the three reimbursement requests selected for testing 
requested reimbursements in excess of the three days’ cash needs.  

  Questioned Costs - Approximately $196,000 

  
Context - The IDEA funds requested for reimbursement were not all spent 
within three days of the drawdown. 

  
Cause and Effect - The District did not comply with reimbursement request 
regulations. 

  
Recommendation - The District must ensure IDEA reimbursement requests 
are submitted only for funds expended up to three days’ future cash needs. 

  

Views of Responsible Officials and Planned Corrective Actions - The 
District will comply with the reimbursement request criteria and the business 
office will print reports to support reimbursement requests submitted. 
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Section III - Federal Program Audit Findings (Continued) 

Reference 
Number  Findings 

2008-3  Program Name - IDEA Cluster CFDA #84.027 and #84.173 

  Finding Type - Noncompliance and significant deficiency 

  

Criteria - Co-funded staff, which are charged to IDEA, are required to 
document time spent performing IDEA activities.  Acceptable documentation 
includes the following: (1) Personal activity reports confirming employee 
schedules are followed or (2) regular time sheets, as long as they reflect an 
after-the-fact distribution of their actual activity. 

  

Condition - Documentation of time allocations was not available for one co-
funded staff selected in our sample.  The total population of co-funded staff at 
the District was nine employees charged to IDEA.  The District and co-funded 
staff did not maintain their personnel activity reports or regular timesheets 
reflecting after-the-fact distribution of their actual activity.  

  

Questioned Costs - Approximately $38,000, $19,000 charged to CFDA 
#84.027 and $19,000 charged to CFDA #84.173, for the sample of one co-
funded staff 

  

Context - There was one co-funded staff member who did not maintain 
formal documentation supporting his or her time spent performing IDEA 
activities. 

  

Cause and Effect - The lack of formal documentation did not provide the 
appropriate evidence to support the co-funded staff time spent on IDEA 
activities. 

  

Recommendation - The District should maintain supporting documentation 
for each employee’s time charged to the grant and ensure that it is signed by 
the appropriate individual. 

  

Views of Responsible Officials and Planned Corrective Actions - The 
District will maintain in the business office the supporting documentation for 
each employee charged to federal grants.  The appropriate individual will sign 
this documentation.  Each department will submit this documentation to the 
business office at a minimum each semester.  The documentation will remain 
on file in the business office based on the appropriate retention schedule. 






























